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MUS UO Libidl y 
Will the Marshall Plan Succeed? 


* 


_ Mr. Jounson: American taxpayers are being asked to invest six billion, 
ight hundred million dollars in the next fifteen months for the economic 
ecovery of Western Europe. The American taxpayer is being asked by the 
Administration to make a four-year commitment for the European Recovery 
‘rogram. Should the Marshall Plan be adopted? Can the Marshall Plan pre- 


ent the expansion of Communist influence in Western Europe? 
Senator Taft, how do you define the Marshall Plan? 


Senator Tart: The Marshall Plan was not defined until Secretary Marshall 
bmitted it to Congress. As now submitted, it includes about seven billion, 
ix hundred million dollars for the European countries which have always 
een included before and including western Germany, with some additional 
ams from the International Bank. It is about an eight-billion-dollar plan for 
1e immediate appropriation to cover fifteen months. Whether it is a gift or 
loan is left entirely to the discretion of the Secretary of State. It authorizes 
mtinued appropriations for four years, with no limit on those appropria- 
ons. In other words, it adopts the policy that we are going to go on for four 
ears without saying exactly in what amount. Finally, it sets up an adminis- 
‘ation by an independent officer who seems to me, however, to be com- 
letely under the Secretary of State to the extent that really it commits the 
nforcement of the plan to the State Department. That is the Marshall Plan 
ow before Congress. 


| Mr. Jounson: You have reviewed the economic facts, Hoover, which are at 
re basis of the European Recovery Program. What do you think is the pur- 
ose of the Marshall Plan? 


Mr. Hoover: The Marshall Plan, as I understand it, is a plan to enable the 
irvival of free parliamentary governments in Western Europe by preventing 
conomic collapse and political chaos. By means of the funds advanced under 
e plan, it is intended that the goods essential to building up the economy of 
estern Europe will be provided, so that in four years those countries will be- 
ome self-supporting, as indeed they are not now. It intends that food, fertiliz- 
rs, and raw material and machinery will be furnished these countries through 
ne funds which are provided for this purpose. 

' These countries, in turn, have obligated themselves to do three basic things: 
) increase their production, to reduce trade barriers between themselves and 
ther countries, and to carry out monetary and financial reform. That is one 
hase of the Marshall Plan. 

Mr. Jounson: Senator Taft, are you in favor of supporting or of rejecting 
1e Marshall Plan now before Congress? 

1 


° 
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Senator Tart: There is no question at issue today so far as lam concernedt 
as to aiding Europe. I believe that we should. The evidence that we should ist 
from the fact that we have. We have been spending from four to five billio 
dollars a year (certainly during this last year) for the assistance of Western 
Europe. The only issues before Congress, as I see it, are these questions: First, 
for how long shall we commit ourselves to this policy which we have been fol. 
lowing? Shall we make it one year, or shall we commit ourselves to the gen- 
eral policy for four? Second, how shall this aid be administered? Shall it bet 
administered by the Department of State, which I feel is too much disposed ta 
give away American assets, or shall it be administered by a hardboiled, inde 
pendent administration? The third issue is of how much we can afford to gives 
How much is really going to do Europe any good? And how much is going t 
do this country harm? It is a balance of convenience. 


Of 


Mr. Jounson: Before we turn to the various questions of how big the Mar 
shall Plan should be or whether it is too costly on the American economy, le? 
us first raise this question: Will the Marshall Plan succeed in accomplishing it 
objectives in Europe? Hoover, you seem to believe that the objective is the 
maintenance of free government in Western Europe. 


Mr. Hoover: I am sure that that is the basic objective so far as I see it. It 14) 
impossible, of course, to issue an insurance policy that the Marshall Plan wil! 
accomplish that end, even if the funds are provided fully. But I believe that i 
the funds are provided, there is a good chance—and a chance which we woulci 
not have again—to carry out its purposes. | 


Senator Tart: Of course, I agree that we can, by assistance, help Europe 
somewhat against communism. There are various places where we can helsj 
which will enable the countries to remove bottlenecks and get their productiory 
going somewhat faster, but I do feel that there are many other things also in: 
volved—their own policies, whether they conduct sound economic policies oF 
do not. 

And, incidentally, whether a country goes Communist, I think, depend# 
largely finally upon whether they want to go Communist or not. In other 
words, I think that our dollars can help, but we overestimate in this country 
the effect of our dollars upon other nations. They make up their own opinions 
and their own views; and all that I can say is that I think that we ought to hel 
as much as we can. I do not think that it is probably going to be a finally de} 
termining factor. 


Mr. Jounson: From the standpoint of the discussion of the Marshall Plat} 
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before Congress, many people argue the point of view that the whole purpose 
is purely as a bulwark against communism in Western Europe. 


Mr. Hoover: First, to return to the point which Senator Taft was making. 
Unquestionably whether this is successful or not depends primarily on what 
these countries do for themselves—for example, in terms of the construction of 
capital equipment. It is intended that most of that be done in Europe rather 
than imported from the United States. And these countries will certainly have 
to carry out monetary and financial reform and a number of other things be- 
fore there is any possibility that the plan will succeed. I furthermore believe 
that we have a perfect right to require that those things be done as a condition 
for continuing provision of funds. 


_ Senator Tart: I fully agree. With all their currencies overvalued, there is 
really no great incentive for those countries to export today—that is, for their 
citizens to export at least. That should be corrected. They have more than we 
have to do to make this plan a success. 


Mr. Jonson: In terms of the discussion of these restrictions or qualifications 
as to the way the European countries operate with this money, you raise a 
serious question of political interference, do you not, in the domestic affairs of 
these nations? 


Mr. Hoover: That point can be covered along with the one which Senator 
‘Taft was making with reference to communism. First, I should be very greatly 
opposed to laying down any restrictions on the loans with respect to whether 
these countries should go socialist or not. On the other hand, I should very 
trongly feel that we should not advance a dime to any country which goes 
ommunist. And I believe that, not because of the circumstance of what kind 
of an economic or political regime it has, but because communism will come in 
Europe only as it is imposed. No country in Western Europe will ever choose 
communism just as no country ever freely chose it. But it may be imposed upon 
them if economic chaos and collapse come about, and there have to be, perhaps, 
coalition governments which include Communists. 


Senator Tart: May I say that I do not think that communism alone will 
support the policy here proposed, because about a third of it is going to Eng- 
and, and nobody thinks that England is going Communist today. 

I am for some assistance here today not only on the Communist ground, 
which I think has some importance, but also because, of course, we are inter- 
ested in helping along more rapidly the recovery of Europe from an economic 
standpoint since a stable economic world and a prosperous world in the end 
-edounds to our own advantage. That is the other reason why I think that the 
dolicy is justified. What I object to is that I do not want it to go to the extent 


where it does us more harm than it does these other countries good. 


| Mr. Jounson: What did you have in mind from the standpoint of more 


j 
, 
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harm? After all, this Marshall Plan proposition is only one of a number of 
loans which have been made since the end of the war. 


Senator Tart: Yes, but we have gotten our exports up to a point where it is 
positively dangerous today to the welfare of our country. This year we are ex- 
porting ten billion dollars more goods than we are importing. That means that | 
we are drawing on our production to ship abroad ten billion dollars of goods. — 
That, I believe, is the principal reason for this dangerous spiral of rising prices. 
Everyone admits that it is one of the causes of the rising prices. I do not believe | 
that we can continue that, and the Marshall Plan, in effect, proposes that we | 
increase our exports to Europe by about three billion dollars during the next | 
twelve months. I do not think that we can do that and maintain a stable | 
economy in this country. | 

Mr. Hoover: Senator Taft, I certainly think that it is the worst possible 
argument for the Marshall Plan if anyone thinks that we should have the Mar- 
shall Plan in order to maintain an export surplus—particularly any kind of an 
export surplus which runs at the levels which it has been in this country lately. 


Mr. Jonnson: Some of our opponents in Western Europe are saying that the 
only reason that we are for the Marshall Plan is to get rid of a surplus here. 

Mr. Hoover: Indeed they are, and that is one of the reasons that we should 
be disabusing them of the idea that that is the purpose of it. 


Senator Tart: Nobody in New England, who is short of oil today, is going 
to think that we have a surplus of oil for export. And this plan calls for us to ex- 
port. We are today exporting large quantities of fuel oil when we do not have 
enough fuel oil for the United States itself. That knocks that argument out en- 
tirely for the European people. 


Mr. Hoover: But what is important is that for the next four years we do | 
have to maintain an export surplus which will be made up of the kind of com- 
modities which Europe needs in order to get back on its feet again so that it 
will be self-sufficing. 


Senator Tart: But my point is that if we take a wholly abnormal volume 
of exports, in the first place, we increase all the prices. Sooner or later those ex- 
ports stop, as they did in 1929, and we precipitate this country into a worse de- 
pression. If there is one thing necessary for Europe, it is that we maintain the 
stability of this country and that we maintain our productivity. And when one} 
thinks that if we lost just 10 per cent in our productive capacity, we more than} 
wipe out all the possible export surplus, one sees how important it is to us to) 
keep our machine running on a smooth basis. | 

And I believe, very strongly, that the amount of exports proposed here is} 
serious. Besides curtailing the Marshall Plan figures, I think that we should] 
also curtail the export to other parts of the world. Few realize that 60 per cent: 
of our exports go to other parts of the world. | 


— 


| 
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Mr. Jonnson: Many people have said of the Marshall Plan that it is nothing — 
more or less than “Operation Rathole” for the United States and that we will | 
not receive in return many benefits. 


Mr. Hoover: The real benefit which we will receive is the establishment of 
a stable economy in Europe. I have made the point before that the money and 
goods furnished under the plan are intended just to do that very thing. And 
this plan itself provides for a number of very definite kinds of things which 
will increase European production. For example, a series of hydroelectric 
plants are being built and others which are based on the use of brown coal. 
These are all being hooked together over national boundaries—a thing that is | 
quite new in Europe—as a means of attempting to get toward this point and 
status in which we will not have to continue what might otherwise have been 


Operation Rathole. | 
SENATOR Tarr: You speak of Operation Rathole. One reason why I think | 


that this plan ought to be scaled down is our experience with the Bretton 
Woods Plan, which was touted as the complete solution of the world’s eco- 
nomic difficulties and which very soon proved that it was not. And then there 
is the British loan—three billion, seven hundred and fifty million dollars. I de 
not say that these plans have not been effective, but what I have objected to in 
the British loan was that it was given to the British to be used anywhere they | 
wanted to use it, for any purpose whatsoever, in any part of the world. The. 
result was that, in my opinion, about half of it was wasted. That is, it was gone, | | 
and they were no better off. It was about half-effective. My belief is that if we | 
have a strong control, if we confine our aid to particular things where we can 
see the results to be accomplished in other countries, we can do with half the 
money and accomplish more purposes than we can with a lavish dispensation 
of American dollars without those controls. 


Mr. Hoover: I would fully agree that we should have the most hardboiled 
kind of business administration of these funds which are advanced. The eco-} 
nomic and financial conditions which are laid down should be very carefully 
administered by the administrator after the plan is set up. At the same time, on 
the basis of the studies which were made at the time of the Harriman Com-; 
mittee, I do believe that the funds which are asked for under this plan could be} 
provided without becoming an undue burden upon the economy of the United | 
States. Let us understand that it is a heavy cost, and it would be a great mistake » 
to talk, as sometimes has been, as if these funds could be advanced out of some? 
sort of surplus. It just is not so. It will be a cost, but it is a cost which our econ- 
omy can stand. 

I further believe that the amounts which have been said are required are, as: 
nearly as one can determine them, no more than what would be needed to do, 


the job. 
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Senator Tart: I feel very strongly that the Harriman Committee did an 
excellent job; it did a critical job. Its report is entirely different from those of . 
the Department of State. The Harriman Committee has stated the principles, 
and, as I estimate, the Harriman Committee’s estimates are considerably be- 
low the figures submitted by the State Department. The State Department 


figures are substantially those gotten together and asked for by the European — 
nations. There is a question of the fifteen months. But the Harriman Com- | 


mittee report is somewhat high. I do not see how we can tell the exact amount. | 


It ought to be restricted so that our administrator 1s hardboiled in granting aid 
only for those things where he can see that it will achieve a tangible result and 
only in those cases where he has the promise of the country which is getting 
the aid that they will also cooperate and help themselves. 


Mr. Jonnson: As we look at this larger problem of European recovery, is 
there any difference, from the standpoint of the Senate, between the Truman 
Doctrine, as mentioned last spring, and the Marshall Plan which has been de- 
veloped in the last six months? 


Senator Tart: Oh, I think that the Marshall Plan is almost the exact oppo- 
site of the Truman Doctrine. That was a military doctrine to contain Russia 
and to limit its expansion in any way. This doctrine, this Marshall Plan, was 
offered to Russia. Secretary Marshall was prepared to give Russia this money 
too and all of the satellite countries, if they chose to take it. They refused. But 
even as it is today this plan builds up the production of France and Germany 
and England, and then France and Germany and England may export goods 
to Russia in exchange for Russian goods and indirectly, through this plan, | 
build up the Russian economy. I would think that it was just the opposite of 
the Truman Doctrine. 


Mr. Hoover: Indeed, one can add another point. It is a definite part of the 
plan that the trade between the east and the west of Europe :is to increase dur- 
ing the life of the plan. The success of the plan, in fact, to a fairly considerable 
extent, is to turn on that. 


Mr. Jounson: J am sure that our listeners would like to have an expression 


of opinion from Senator Taft as to whether he thinks the Marshall Plan will 
pass Congress in the next few weeks. 


Senator Tart: The large majority of both House and Senate, I think, are 
in favor of the general policy of assisting Europe, as I have outlined it, within 
our capacity and within the essential needs of Europe. I do not think that} 
there is much feeling in favor of a TVA which will build Europe up to way 
beyond its prewar capacity. You said something about the next few weeks. I) 
doubt very much if it will pass in the next few weeks. It looks as if our Foreign | 
Relations Committee would have several weeks more of hearings; then there | 
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THE PRESIDENT’S SEVENTEEN-BILLION-DOLLAR 
PROPOSAL 


(In millions of dollars) 


. Deficit of the sixteen European nations and 
. Germany in trade with. the entire West- 
ern Hemisphere ..........-++. wueee ve $19,400 to $22,100 


a 


2. Add: Deficit of. United States-British zone 

of Germany in trade with other European 
COUNCTICS Naveen aie se sisicisie sicie esis. « c.oleeic.e s cleloe 600 600 
PEOUAT COSU Ets cic nist ries kore oct ieis ess seeesees $20,000 to $22,700 


me 


. Subtract: Financing preres by , World 
Bank, private loans, unspent eredits, aid 
from other Western Hemisphere coun- 
SUTTER HOLC; Reto ay cunvetene tense ca ielevous lets ie vetetsisi a stie - 4,100 4,100 


5. Total needed from United States Treasury. .$15,900 to $18,600 
6. Subtract: Separate appropriation being asked 
' by the Army to combat “disease and un- . 
-rest”” in Germany through June, 1949..... 800 800 


7.:Total needs for Marshall plan......++-++++-$15,100 to $17,800 
8. Authorization asked of Congréss........2 $17,000 


Where two figures are shown, the lower figure represents the cost if prices drop, the higher 
) figure represents the sum if prices hold at about present levels. 


' will be the Senate debate. By the time the Marshall Plan passes, I would judge 
| that it would be May, perhaps. 


Mk. Jounson: We have raised in this discussion already something of the 
effect of the Marshall Plan upon our own American economy. I would like to 
/ turn more specifically to that at the present moment. You, Hoover, helped to 
| draw up the Harriman Committee report. Is the Marshall Plan too costly for 
the American economy? 
| Mr. Hoover: I have already said that I do not think that it is more costly 
than our economy can bear. It is essential that it be kept within the limits about 
as stated and that appropriate measures be taken to see that it does not im- 
| pinge more upon the economy than can be helped. But, by making a careful 
' check through the lists of steel, coal, food products, and various etee things, 
| including fertilizers, it was the opinion of the Harriman Committee that the 
necessary amounts could be furnished. These are not always the amounts 
which were requested by the CEEC countries, be it noted. In numerous cases _ 
| those requests were cut down in terms of unavailability.1 


1See Department of State, Committee of European Economic Cooperation: General 
_ Report (Publication 2950, “European Series 28,” Vol. I [ Washington, D.C.: Government 
Printing Office, 1947]), for the full text of the general report of the Paris conference, and 
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WHAT THE UNITED STATES WOULD SEND ABROAD 
UNDER THE MARSHALL PLAN 


In Thousands of Metric Tons 
April- Fiscal 
June 1948- 1948- 1950- 1951- 
Commodity. 1948 1949 1950 1951 1952 Totals 
Bread grains ..:..... 2,375 5,820 5,540 4,475 4,475 22,685 
Coarse, grains .... 80 1,125 1,625 1,800 1,800 6,430 


Fats ahd oils......... 36 146 160 177, 177 696 
Oileake and meal.... 48 198 250 250 300 1,046 
SUPYe Eeoogdsanacognn 4 42 128 111 68 71 430 
NICERS. “SGoogane SQG0NO0E 7 23 46 68 90 234 
CO) CYS Aas nuannannoanr 44 90 60 58 54 306 
Canned na BOOONOO : 80 160 105 93 68 506 
Dried milk .. SeCE yy: 63 125 81 85 81 435 
OSS Sieciu testers cleats 20 40 20 20 20 120 
Dried LEU Gees eraciote 32 Val 114 80 91 438 
Riceiveccccoss.. AGAOGUOD 5 26 25 25 48 128 
Pulses pcs cawasciees oBac | ki as 105 105 105 502 
Fresh fruits nae 26 832 366 525 525 1,774 
SRODACCO) cieeiiaie’s sielcerere 51 205 212 208 209 

Cotton ......:.-.-e00. 170 521 521 546 572 2,830 
Nitrogen,......... aeisl las 70 39 Ann Pikes 121 
Phosphate rock . 21 83 83 8&3 83 353 
COalB erin ko aes casos * 10,250 33,000 15,000 5,500 2,766 66,516 
Petroleun ccc c sec 5,371 23,903 24,844 26,169 27,628 107,915 


Iron and steel finished 414 1,655 1,700 1,630 1,152 6,551 
Crude. & semi-finished 187 748 748 748 690 3,121 
Ete ALON scisc asics AOC 9 35 35 56 FEC 79 
SCrapamconcesiecicieces ay 45 aie eae 56 


In Millions of Dellars 


Agriculture mach’'y ..... 136.8 161.5 131.8 115.5 545.1 
Coal mining mach’y.. ... 81.9 52.7 37.6 34.5 206.7 
Steel equipment .....  ... 48.1 48.2 48.2 48.2 192.7 
Timber equipment . SOO 16.9 22.2 ab bec 11.7 62.5 
Electrical equipment. mae 95.0 100.7 85.0 65.0 345.7 


In Thousands of Units 


Trucksintecacwiee cee 13 54 a 27 27 2 
Mreigeht: CALS cs. sc eie'e) unaee 2% - ARG 


Note: Petroleum supplies to be ee by the United States 
under the Marshall plan would be obtained largely from sources 
outside the continental United States. 


Mr. JoHnson: What do you mean by that lengthy title, the sixteen Western 
European nations which met at Paris last summer? 


Mr. Hoover: That is what I mean. I wish that there were some shorter way 
to say it, because really one has to say “sixteen nations plus the bizone of Ger- 
many’ to be exact. 


Senator Tart: As I analyze it, however, I myself think that the Harriman 
Committee cut the total down about two billion dollars more than Secretary 


Herman Finer, Lloyd Metzler, and Malcolm Sharp, The Meaning of the Marshall Plan, a 
“University of Chicago Rounp TasLe” pamphlet, No. 498, broadcast October 5, 1947, 
which contains a thirty-page supplement of selected excerpts from the general report of 
the Committee on European Economic Cooperation. 


THE UNIVERSITY OF CHICAGO ROUND TABLE 11 


arshall. In practical operation, at least, this is going to be a one-year plan that 
1e is asking for and that he will get. It will not be much more the first three 
nonths of this fifteen months; and I think that there is enough in the tem- 
sorary plan to pretty well carry the European nations to the first of July. 

Furthermore, the Harriman Committee proposed a much more independ- 
nt administration of this plan than Secretary Marshall is proposing. What I 
»bject to—and that is why I am trying to say the issue is not whether there 
hould be a plan—is whether we shall take Secretary Marshall’s ukase just as 
1€ presents it or whether Congress should not have the duty to investigate the 
mounts and to investigate the kind of administration. 


Mr. JoHNnson: Let us go into the question of the administration of the 
furopean Recovery Program. After all, it is a difficult situation when there 
re sixteen economies with which you are dealing here. What are the various 


Senator Tart: The Herter Committee has proposed a corporation, ad- 
ninistered by a bipartisan board, to do the job. The Harriman Committee 
yroposes an independent administrator with an independent force in each 
ountry in Europe, working with and, to some extent, subject to at least the 
nformation of the American ambassador in that country, but independent of 
he State Department. 

The Marshall Plan as now presented to Congress proposes a division which 
s really one man—under the Secretary of State for all practical purposes. 


Mr. Jonson: Some people have suggested that the State Department’s pro- 


i 
; 


a is a “full employment practices commission” for the State Department. 


Senator Tart: Well, I would not say that, but I do think that the State De- 
yartment wants to retain complete control, and Congress feels—and I agree 
with the general attitude—that the State Department is only interested in giv- 
ng American money away for foreign-policy purposes and that they have no 
rest in the economy of the United States. 


Mr. Hoover: It seems to me that the State Department is not set up, or 
organized, or by tradition, the kind of department which can really administer 
1 plan which is primarily economic. The economic and financial part of the 
dlan simply must be administered by some organization other than the State 
Department. I am fully conscious of the circumstances so far as foreign policy 
s concerned. The administration must be absolutely coordinated with the 
State Department; but economic administration 1s another thing, and if one 
s to find an administrator of a caliber who can do it and if he is to have the 
sowers by which he can do it, he must be of cabinet rank.? 


2 The President’s Committee on Foreign Aid (the Harriman Committee), in its report, 


OF | 
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Mr. Jounson: Senator Taft, since you are a controversial figure in our polit- 
ical life, I would like to ask you how you would administer the Marshall 
Plan. 


Senator Tarr: I agree very much with Mr. Hoover’s Harriman Committee 
report. At least, I think that that form of administration is the best one. It 
might be desirable to have a corporation in connection with that administrator, 
because of the ease of handling, so they have a weapon or a tool and do not 
have to turn to the Department of Agriculture or others to do the actual finan- 
cial sales and purchases. But this ought to be independent. I think that I would 
even go further than the Harriman Committee report and put the man at the 
head of it into the cabinet where he can sit with the President, with the Secre- 
tary of State, with the Secretary of Commerce, where he is on an equal basis 
with the Secretary of State, on one hand, and with the Secretary of Commerce, 


released on November 8, 1947, recommended the administration of European aid as follows: 
“vy, FINANCE AND ADMINISTRATION | 

“Even to carry out a prudent program in 1948 entails the execution of certain funda- 
mental policies on the part of the United States Government and the most careful admin: 
istration. The Committee believes that any aid to Europe offered by the United States shoul 
be financed out of taxes, not out of borrowing. The maintenance of a surplus in the 
United States Treasury is a necessity in this inflationary period. 

“A foreign-aid program will require means to make available goods that are in short 
supply. Voluntary measures should be relied upon wherever possible. If and when they ars 
not, the Government will probably require authority to set priorities in order to insure the 
availability for export of limited amounts of the items most critically needed. It might alsc 
have to issue limited orders to control consumption of critical materials such as those sti! 
in effect for tin. Especially in the field of food it might be necessary to use the device & 
requiring that limited quantities be set aside for export. 

“It must be emphasized that these suggestions apply only to the foreign-aid program anc 
not to the broad problem of inflation. The committee is convinced that inflation is a seriou: 
deterrent to the stability of the American economy, but any consideration of a program % 
control inflation would have been beyond its competence and its terms of reference. | 

“The Committee is convinced that the administration of the program is of primary im 
portance because it will be necessary, for reasons given above, to adjust the program as i 
goes forward. To insure unity of administration, it is recommended that a new inde 
pendent agency be set up with the Federal Government. The head of this agency should b 
appointed by the President and confirmed by the Senate. A board of directors should bi 
appointed, representing the departments of Government concerned with the program, in 
cluding the Secretary of State and such other persons as the Congress may see fit to add. 

“The head of the new organization should be chairman of this board, which shoul 
have power only to establish and adjust general policies within the framework of Con 
gressional action. 

“The operating decisions should be made by the head of the new organization, bu 
it will be necessary for him to work out effective means for cooperation with the Stat 
Department concerning these major decisions which have an important bearing on th 
foreign policy of the United States. 4 

“The closest possible relations should be maintained between the new organizatio 
and the Congress. This is a question to be solved by the Congress, but we suggest it migh 
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on the other. I want a man who is looking, in each case, at our economy just as 
much as he is looking at the advantage which goes to foreign countries. 


Mr. Jonson: From the standpoint of the American economy, in addition 
to this problem of administering the program, we have such crucial questions 
of whether the economic aid should be a loan to these countries. Should it be 


) an outright gift? Or should we in return demand such things as military bases 


1N various countries? 


Mr. Hoover: I do not think that we should demand military bases. I do not 
think that one needs to spell out why that would be inadvisable. The recent 
furor, I believe just yesterday in the European press and radio, gives us some 
indication of the unwisdom of that. But I think very definitely that we should 
be able to receive some other sorts of returns—strategic materials, for example. 


be done by a special joint committee created for this purpose, as in the case of the Atomic 
Energy Commission. 

“The new organization must have a chief representative in Europe, reporting directly 
to the head of that organization, and responsible to him, to deal with the continuing com- 
mittee set up by the participating countries, and also to coordinate the activities of the 
various local representatives of the organization in those countries. In addition, represen- 
tatives will be needed in the different countries. They will have to report to and be under 
the direct control of the head of the new organization. But they should keep the Am- 
bassadors in the respective countries informed of their communications. In all cases where 
there is necessity for taking up important matters with Governments, it should be done 
by the Ambassador to the end that there will be only one diplomatic representative of the 
United States in these countries. Due to the need for flexibility in the program, the Com- 
mittee recommends that the corporate form of organization be given careful consider- 
BtOn....” 

The summary of the main points of the recommendations of this Committee included: 

“VI. SUMMARY 

“The basic conclusions of the President’s Committee on Foreign Aid may be summarized 
as follows: 2 

“1, The hope of Western Europe depends primarily on the industry and straight thinking 
of its own people. a 

“2. The United States has a vital interest—humanitarian, economic, strategic and 
political—in helping the participating countries to achieve economic recovery. 

“3. The aid which the United States gives will impose definite sacrifice on this country. 

“4. The magnitude of Western Europe’s deficit with the American Continent in 1948 
will be of the order of $7 billions, but when all possibilities of financing are taken into 
consideration, the approximate need for appropriations past and future to cover the calendar 
year of 1948 may be on the order of $5.75 billions. 

“5. The extension of such aid, now or in the future, calls for anti-inflationary fiscal 
policies on the part of this country, and a new agency to administer the aid extended. 

“As a final word, both on the magnitude of the program recommended and on the 
policies outlined, it is well to bear in mind that success depends on giving way neither to 
over-optimism or to undue pessimism. It is one thing to propose a program, it is another 
to see it through. The immediate months and indeed years ahead are not apt to be easy 
either for this country or for the European nations. It is not wise to underestimate the 
steepness of the climb... .” 


THE EUROPEAN ARENA—AS THI 


SHORT-TERM PROGRAM 
(Dec. 1; 1947 = March 31, 1948; 


$597,000,000 


FRANCE—$328,000,000 


ITAL Y——-$227,000,000 


AUSTRIA— $42,000,000 


Food Situation Indicated As Follows: 


| F | Fair PI Poor BI Bad 


I 


The short-term program of aid to France, Italy, and Austria 
gram can get under way (reprinted by special permission, Nea 


(April 1, 1948—June 30, 1949) 
$7,500,000,000 


FOOD & FERTILIZER 
$1,500,000,000 


COAL 
$300,000,000 


PETROLEUM 
$500,000,000 


IRON & STEEL 
$400,000,000 


TIMBER 
$100,000,000 


EQUIPMENT - 
$1,100,000,000 


OTHER ITEMS 
$2,100,000,000 


(1948 Needs Estimated 
by Paris Committee) 


lose countries from collapse until the long-term European pro- 


November 16, 1947, sec. 4, p. 5E). 


POTENTIAL GROSS SUPPLY OF DOLLARS UNDER 
EXISTING LOAN AND GIFT PROGRAMS 


(In Millions of Dollars) 


Available or Funds Drawn 
Potentially Through Un- 
Available. July, 1947. utilized. 


United States Government Lending: 


Export-Import Bank loans........... Seang Sv) $1,320 $1,680 
Lend-lease ‘‘pipeline’’ credits........ Dae, DOO 1,350 150 
Surplus property credits. .....: aeineles «serene ee OO 950 200 
Ship'sales credits. <3. a. asensee« ereiiclete aie 330 160 170 
Loan to United Kingdom...... Btenodoonn Rei a3,350 400 
Monetary Stabilization credits......+s..+- 295 b& 287 
RFC loan to the Philippines............. 70 70 0 
TORE mrieecrscsreie co sesterslae ole wie 65078 «eee $10,595 $7,708 $2,887 
United States Government Relief and Special Aid: 
NOINIR EVA re ciceorelelere etd diataiace, isha’ svaratene sistema, (00) $2,700 ora are 
Post-UNRRA ja.c 05 suse anereorS OSLO AACN GLC 332 bee 2332 
Relief in occupied areas..........-+e00-4- 1,600 e1,000 h600 
Greek-Turkish aid......... SERED Bs A OS 400 setae i400 
Philippine aid program..... FR oreaiete bine tie 635 £125 4510 
International Refugee Organization-..... 71 Eten vel 
POU Ue tas tercttateaye CURLS CEO LORS OG amc ORI $3,825 $1,913 — 
Invernational Banler, ctnisecesie« wince ete «+ j$3,266 $250 1$3,016 
Internationale MUNG neaemrias yao e eee sates k3,406 86 13,320 


(a) Through August 31, 1947. (b) Through March 31, 1947. (c) About $400 of this 
was already committed to non-European countries by the end of July, 1947. (d) All but 
$8 or $9 million of this is required to meet unpaid bills for goods already procured. 
(e) Estimated. (£) $100 million made available in surplus materials. (g) Appropriations 
for fiscal year ending June 30, 1948, as accepted by Congress and including an allowance 
for China. (h) More than half of this is earmarked for Asia. (i) Over 60 per cent of this 
is earmarked for military purposes. (j) This is considered to be the probable ceiling on 
World Bank dollar loans. The bank has about one-half of a billion dollars available to make 
loans at the present time. In addition, the bank can sell its own debentures in the Amer- 
ican capital market to raise further funds. However, the market will probably not absorb 
debentures which would carry the total volume of debentures plus initial contributions 
over the limit of the United States capital and other dollar subscriptions. Although the total 
authorized lending power of the bank is $8.2 billions in various currencies, dollar loans 
‘are the only ones which can be used to purchase materials and equipment in substantial 
quantities for reconstruction purposes at the present time. (k) United States quota of 
$2,750 million plus gold paid in by other countries through June 30, 1947. (1) These funds 
are usable only as specified in the Articles of Agreement under which the International 
Bank and Monetary Fund were established. The entire amount cannot be made available 
in the immediate future, nor can it be made available solely to Europe. 


Source: President's Committee on Foreign Aid. 
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| know that that is not a simple matter, because those are nad counted into 
jie balance of payments, and if we were to get additional quantities, we would 
srobably have to make additional investments. 


j SENATOR Tart: You do think, though, do you not (I think that some of it 
fiould be a loan, some of it a git) that, practically, we ought to write it 
pf and that we ought to cover it with current taxes to pay the whole cost? 


} Mr. Hoover: I should certainly think so. While probably, as a matter of 
Grocedure, there are certain things like food and fertilizer and others which 
ould be used up currently which might be put on the basis of a grant (per- 
#aps not to all countries even then) while other things like machinery might 
te on the basis of a loan. Still if one were to be absolutely honest about the 
fatter, it is hard to see how, from the standpoint of the balance of payments, 
We will ever get any large portion of this back. 


Ibrs per family in the United States. Eight Billo he first year is going to be 
bout 50 per cent of all our personal income taxes. In other words, this great 
}urden of taxation that rests on the American people today is going to have to 
itay there or even be increased because of this cost. That may be worth while; 
put certainly it ought not be neglected in a discussion of this kind. 


Mr. Hoover: Senator, I would not minimize the cost for a moment. It is 
very substantial, and there is no question about it that if we do not have it our 


' So far as I am concerned, the Marshall Plan, and the primary justification 
I. it, is national defense—our own ne defense and the defense of 
| Nestern Europe. 


| Mr. Jonson: Senator Taft, at the opening of this Rounp TasLe you 
jprought out the point of the problem of commitments from the standpoint of 
‘Songress under the Marshall Plan. How far can Congress make a long-range 
romise to these European nations? 


i 

i Senator Tarr: Congress ought not to make it. The advantage of taking out 
he seventeen billions is that it was taken as a promise. Of course, it never was 
(2 promise. And taking out this seventeen- billion-dollar total takes the limit 
i off. Congress can appropriate anything. The question is: Shall Congress 
\establish a policy for four years? That is what this law is; it is a policy-making 
| aw; it is not an appropriation yet. Congress, I believe, piene not to establish a 
‘policy for four years. A year from now, the whole elation may look different. 


1 
| 
it 
1 
i 
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THE MAIN NEEDS OF EUROPE ACCORDING 


TO THE PRESIDENT 


S61 . Anp- 6961 vin, eres 
ayeripuy sjoquids ayy 


BORE 


661 Aine-zp6t Iedy suoduiy 
/  Syeaipuy sjoquids y20)q 
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Some important items, such as fertilizer, are omitted above because of their relatively sma‘ 
monetary value. Petroleum imports are from dollar sources, largely outside continenté 
United States (reprinted by special permission, New York Times, December 21, 1947, sea 


4, p. IE). 
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o not think that we can say now that we should set up a policy for four years. 
ought to be confined to a year, or possibly a year and a half. 


R. JoHNson: Anyway, under the Constitution could Congress appro- 
iate beyond one year under the program? 


ENATOR Tarr: Oh, yes, Congress can appropriate indefinitely. They do not 
inarily, as a matter of practice; but they are proposing here an appropria- 
n of six billion, eight hundred millions right away this year to cover this 
ar, next year, and 1950. 


Rr. Hoover: It does seem to me to be questionable whether any sum such 
seventeen billions should actually be appropriated over a period of four 
rs. And yet, somewhere, somehow, it is essential to the success of the plan 
at there should be some sort of—perhaps “commitment” is not the word— 
t some sort of means of letting the countries believe that if they carry out 
eir part of the bargain, there will be a continuing support of the type em- 


died in the plan. 
Mk. Jounson: Is there need for hurry in action? 


Senator Tart: That is hard to say. I find that we have had two or three 
-adlines laid down in Congress, and we did not follow them, and when we 
ot there, we seem to have gotten there in plenty of time. The Greek loan had 
be passed by a certain date. It was not passed for sixty days after that, and I 
) not see that it made any particular difference in the situation. I do not think 
ere is any deadline, no. 


Mk. Jonnson: The seriousness of this problem facing Western Europe seems 
be clearly recognized by most Americans. Differences of opinion as to the 
ay the aid to Western Europe can be implemented will receive a full-scale 
2bate in the coming weeks and months in Congress. This problem of Euro- 
san recovery will undoubtedly continue to occupy American attention in a 
ay in which international questions previously in our history have seldom 


-quired, 
‘alts 


he Rounp Tae, oldest educational program continuously on the air, 1s broadcast entire- 
without script, although participants meet in advance, prepare a topical outline, and ex- 
jange data and views. The opinion of each speaker is his own and in no way involves the 
sponsibility of either the University of Chicago or the National Broadcasting Company. 
he supplementary information in this pamphlet has been developed by staff research and 
not to be considered as representing the opinions of the RounD TaBLe speakers. 


A Special Supplement ou 


THE PRESIDENT’S MESSAGE 
TO CONGRESS ON THE 
MARSHALL PLAN 


SELECTED EXCERPTS FROM PRESIDENT TRUMAN’S MESSA 
TO CONGRESS ON LONG-TERM AID TO EUROPE 
DECEMBER 18, 1947 


To the Congress of the United States: 

....+ The United States has taken 
the lead in world-wide efforts to pro- 
mote industrial and agricultural re- 
construction and a revival of world 
commerce, for we know that enduring 
peace must be based upon increased 
production and an expanding flow of 
goods and materials among nations 
for the benefit of all. 

Since the surrender of the Axis 
powers, we have provided more than 
$15 billion, in the form of grants and 
loans, for aid to victims of the war, to 
prevent starvation, disease, and suf- 
fering; to aid in the restoration of 
transportation and communications; 
and to assist in rebuilding war-devas- 
tated economies. This assistance has 
averted stark tragedy and has aided 
progress toward recovery in many 
areas of the world. 

In these and many other ways, 
the people of the United States have 
abundantly demonstrated their de- 
sire for world peace and the freedom 
and well-being of all nations. 


We must now make a grave ai 
significant decision relating to © 
further efforts to create the cone 
tions of peace. We must deci 
whether or not we will complete ¢1 
job of helping the free nations of E 
rope to recover from the devastatiz 
of the war. Our decision will dete 
mine in large part the future of ¢! 
people of that continent. It will ai 
determine in large part whether t! 
free nations of the world can look fc 
ward with hope to a peaceful a1 
prosperous future as independe 
states, or whether they must live 
poverty and in fear of selfish tota 
tarian aggression. 


INTEREST OF THE UNITED STATES 
IN EUROPEAN RECOVERY 


.... The people of the Unit 
States have shown, by generous cc 
tributions since the end of hostiliti 
their great sympathy and conce 
for the many millions in Europe w 
underwent the trials of war a 
enemy occupation. Our sympathy 
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diminished, but we know that we 
nnot give relief indefinitely, and so 
> seek practical measures which will 
minate Europe’s need for further 
Sia 
‘Our deepest concern with Euro- 
an recovery, however, is that it is 
sential to the maintenance of the 
vilization in which the American 
ay of life is rooted. It is the only as- 
rance of the continued independ- 
ce and integrity of a group of na- 
ons who constitute a bulwark for 
e principles of freedom, justice and 
e dignity of the individual. 

The economic plight in which Eu- 

‘pe now finds itself has intensified a 
dlitical struggle between those who 
ish to remain free men living under 
ie rule of law and those who would 
€ economic distress as a pretext for 
1e establishment of a totalitarian 
fate. 
The next few years can determine 
hether the free countries of Europe 
ill be able to preserve their heritage 
f freedom. If Europe fails to recover, 
1e peoples of these countries might 
e driven to the philosophy of de- 
yair—the philosophy which con- 
nds that their basic wants can be 
et only by the surrender of their 
asic rights to totalitarian control. 

Such a turn of events would con- 
itute a shattering blow to peace and 
ability in the world. It might well 
ympel us to modify our own eco- 
omic system and to forego, for the 
ike of our own security, the enjoy- 
ent of our freedoms and privileges. 

It is for these reasons that the 
nited States has so vital an interest 
| strengthening the belief of the 
sople of Europe that freedom from 
ar and want will be achieved under 
ee and democratic governments. 
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ORIGINS OF THE EUROPEAN 
RECOVERY PROGRAM 


.... European recovery is essen- 
tially a problem for the nations of 
Europe. It was therefore apparent 
that it could not be solved, even with 
outside aid, unless the European na- 
tions themselves would find a joint 
solution and accept joint responsi- 
bility for its execution. Such a co- 
operative plan would serve to release 
the full productive resources of Eu- 
rope and provide a proper basis for 
measuring the need and effectiveness 
of further aid from outside Europe, 
and in particular from the United 
States. 

These considerations led to the 
suggestion by the Secretary of State 
on June 5, 1947, that further help 
from the United States should be 
given only after the countries of Eu- 
rope had agreed upon their basic re- 
quirements and the steps which they 
would take in order to give proper 
effect to additional aid from us..... 


THE RECOVERY PROGRAM PROPOSED 
BY THE EUROPEAN COUNTRIES 


The report of the European Com- 
mittee was transmitted to the Gov- 
ernment of the United States late in 
September. The report describes the 
present economic situation of Europe 
and the extent to which the partici- 
pating countries can solve their prob- 
lem by individual and joint efforts. 
After taking into account these re- 
covery efforts, the report estimates 
the extent to which the sixteen coun- 
tries will be unable to pay for the im- 
ports they must have. 

The report points out that the 
peoples of Western Europe depend 
for their support upon international 
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trade. It has been possible for some 
270 million people, occupying this 
relatively small area, to enjoy a good 
standard of living only by manufac- 
turing imported raw materials and 
exporting the finished products to the 
rest of the world. They must also im- 
port foodstuffs in large volume, for 


there is not enough farm land in’ 


Western Europe to support its popu- 
lation even with intensive cultivation 
and with favorable weather. They 
cannot produce adequate amounts of 
cotton, oil and other raw materials. 
Unless these deficiencies are met by 
imports, the productive centers of 
Europe can function only at low effi- 
ciency, if at all. 

In the past these necessary im- 
ports were paid for by exports from 
Europe, by the performance of serv- 
ices such asshipping and banking, and 
by income from capital investments 
abroad. All these elements of inter- 
national trade were so badly dis- 
rupted by the war that the people of 
Western Europe have been unable to 
produce in their own countries, or to 
purchase elsewhere, the goods essen- 
tial to their livelihood. Shortages of 
raw materials, productive capacity, 
and exportable commodities have set 
up vicious circles of increasing scarci- 
ties and lowered standards of living. 

The economic recovery of Western 
European countries depends upon 
breaking through these vicious circles 
by increasing production to a point 
where exports and services can pay 
for the imports they must have to 
live. The basic problem in making 
Europe self-supporting is to increase 
European production. 

The sixteen nations presented in 
their report a recovery program de- 
signed to enable them, and Western 
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Germany, to become economicall 
self-supporting within a period of fo 
years and thereafter to maintain 
reasonable minimum standard of li 
ing for their people without speciai 
help from others. The program rest 
upon four basic points: 


1. A strong production effort by eac 
of the participating countries. 


2. Creation of internal financial sta 
bility by each country. 

3. Maximum and continuing coope 
ation among the participati 
countries. 


4. A solution of the problem of ti 
participating countries’ tradi 
deficit with the American conti 
nents, particularly by increasi 
European exports. 


The nations represented on th 
European Committee agreed at Pari’ 
to do everything in their power ; 
achieve these four aims. They agree 
to take definite measures leading ta 
financial, economic and monetar 
stability, the reduction of trade bar 
riers, the removal of obstacles to the 
free movement of persons withi# 
Europe, and a joint effort to use thei: 
common resources to the best ad. 
vantage..... 

When all these factors had beer 
considered, the European Committee 
concluded that there will still be a re 
quirement for large quantities o 
food, fuel, raw materials and capita 
equipment for which the financial re 
sources of the participating countrie 
will be inadequate. With successfu 
execution of the European recovery 
program, this requirement will dimin. 
ish in each of the four years ahead 
and the Committee anticipated tha 
by 1952 Europe could again meet it: 
needs without special aid. 


APPRAISAL OF THE EURO- 
PEAN PROBLEM 


|....All our plans and actions 
7st be founded on the fact that the 
nation we are dealing with is flex- 
= and not fixed, and we must be 
spared to make adjustments when- 
ir necessary. 
j Weather conditions will largely de- 
Hmine whether agricultural goals 
3h be met. 
‘Political events in Europe and in 
> rest of the world cannot be ac- 
rately foreseen. We must not be 
nd to the fact that the commu- 
‘ts have announced determined op- 
sition to any effort to help Eu- 
de get back on its feet. There will 
questionably be further incite- 
=nts to strike, not for the purpose of 
ressing the legitimate grievances 
particular groups, but for the pur- 
se of bringing chaos in the hope 
‘at it will pave the way for totali- 
Wrian control. 
1On the other hand, if confidence 
iid optimism are reestablished soon, 
'e spark they provide can kindle 
ited efforts to a degree which 
ould substantially accelerate the 
rogress of European recovery. 
. Despite these many imponder- 
oles, the dimensions of the necessary 
sistance by the United States can 
ow be determined within reasonable 
nits. We can evaluate the probable 
iccess of a bold concept of assistance 
» the European economy. We can 
termine the principles upon which 
merican aid should be based. We 
in estimate the probable magni- 
ide of the assistance required and 
idge whether we can, safely and 
isely, provide that assistance. 
Extensive consideration has been 
ven to these problems. Congres- 


THE UNIVERSITY OF CHICAGO ROUND TABLE 25 


sional committees and_ individual 
Members of the Congress have 
studied them at home and abroad 
during the recent Congressional re- 
cess. The report of the European na- 
tions has been carefully analyzed by 
officials of our Government. Com- 
mittees of the Executive Branch and 
a group of distinguished private citi- 
zens have given their best thought to 
the relationship between Europe’s 
needs and our resources, 


PROGRAM FOR UNITED STATES AID 


In the light of all these factors, an 
integrated program for United States 
aid to European recovery has been 
prepared for submission to the Con- 
gress. 

In developing this program, cer- 
tain basic considerations have been 
kept in mind: 

First, the program is designed to 
make genuine recovery possible with- 
in a definite period of time, not mere- 
ly to continue relief indefinitely. 

Second, the program is designed to 
insure that the funds and goods 
which we furnish will be used most 
effectively for European recovery. 

Third, the program is designed to 
minimize the financial cost to the 
United States, but at the same time 
to avoid imposing on the European 
countries crushing financial burdens 
which they could not carry in the 
long run. 

Fourth, the program is designed 
with due regard for conserving the 
physical resources of the United 
States and minimizing the impact on 
our economy of furnishing aid to Eu- 
rope. 

Fifth, the program is designed to 
be consistent with other international 
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relationships and responsibilities of 
the United States. 

Sixth, the administration of the 
program is designed to carry out 
wisely and efficiently this great en- 
terprise of our foreign policy. 

I shall discuss each of these basic 
considerations in turn. 


RECOVERY—NOT RELIEF 


The program is designed to assist 
the participating European countries 
in obtaining imports essential to 
genuine economic recovery which 
they cannot finance from their own 
resources. It is based on the expecta- 
tion that with this assistance Euro- 

pean recovery can be substantially 
~ completed in about four years. 

The aid which will be required 
from the United States for the first 
fifteen months—from April 1, 1948, 
to June 30, 1949—is now estimated 
at $6.8 billion..... 

I recommend that legislation pro- 
viding for United States aid in sup- 
port of the European recovery pro- 
gram authorize the appropriation of 
$17 billion from April 1, 1948, to 
June 30, 1952. Appropriation for the 
period from April 1, 1948, to June 30, 
1949, should be made in time for the 
program to be put into effect by 
April 1, 1948. Appropriations for the 
later years should be considered sub- 
sequently by the Congress on an an- 
nual basis. 

The funds we make available will 
enable the countries of Europe to 
purchase goods which will achieve 
two purposes—to lift the standard of 
living in Europe closer to a decent 
level, and at the same time to enlarge 
European capacity for production. 
Our funds will enable them to import 
grain for current consumption, and 


fertilizer and agricultural machine: 
to increase their food productio 
They will import fuel for current u 
and mining machinery to increa 
their coal output. In addition th 
will obtain raw materials, such as co 
ton, for current production, and so 
manufacturing and_ transportatid 
equipment to increase their produt 
tive capacity..... 


INSURING PROPER USE OF 
UNITED STATES AID 


A second basic consideration wi 
regard to this program is the me 
by which we can insure that our @ 
will be used to achieve its real pu 
poses—that our goods and our d 
lars will contribute most effective 
to European recovery. Appropria 
agreements among the participati 
countries and with the United Stat 
are essential to this end. 

At the Paris conference the E 
ropean nations pledged themselves 
to take specific individual and ce 
operative actions to accomplish ges 
uine recovery. While some modifics 
tion or amplification of these pledg: 
may prove desirable, mutual unde! 
takings of this nature are essentia 
They will give unity of purpose an 
effective coordination to the endea\ 
ors of the peoples of the sixteen n: 
tions. 

In addition, each of the countri 
receiving aid will be expected to e1 
ter into an agreement with the Uni 
ed States affirming the pledges whic 
it has given to the other participa 
ing countries, and making addition 
commitments. 

Under these agreements, eac 
country would pledge itself to tak 
the following actions, except whe: 


y are inapplicable to the country 
cerned: 


To promote increased industrial 
and agricultural production in or- 
er to enable the participating 
ountry to become independent of 
bnormal outside economic as- 
Sistance. 


o take financial and monetary 
measures necessary to stabilize its 
currency, establish or maintain a 
proper rate of exchange, and gen- 
erally to restore or maintain confi- 
dence in its monetary system. 


To cooperate with other partici- 
pating countries to reduce bar- 
riers to trade among themselves 
and with other countries, and to 
stimulate an increasing  inter- 
change of goods and services. 


To make efficient use, within the 
framework of a joint program for 
European recovery, of the re- 
sources of the participating coun- 
try, and to take the necessary 
steps to assure efficient use in the 
interest of European economic 
recovery of all goods and services 
made available through United 
States aid. 


To stimulate the production of 

_ specified raw materials, as may be 

mutually agreed upon, and to fa- 

cilitate the procurement of such 
raw materials by the United 
States for stockpiling purposes 
from the excess above the reason- 
able domestic usage and commer- 
cial export requirements of the 
source country. 


To deposit in a special account the 
local currency equivalent of aid 
furnished 1n the form of grants, to 
be used only in a manner mutually 
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agreed between the two govern- 
ments. 


7. To publish domestically and to 
furnish to the United States ap- 
propriate information concerning 
the use made of our aid and the 
progress made under the agree- 
ments with other participating 
countries and with the United 
States. 


The United States will, of course, 
retain the right to determine whether 
aid to any country is to be continued 
if our previous assistance has not 
been used effectively. 


FINANCIAL ARRANGEMENTS 


A third basic consideration in for- 
mulating the program of United 
States aid relates to the financial ar- 
rangements under which our aid is to 
be provided..... 

I recommend that our aid should 
be extended partly in the form of 
grants and partly in the form of 
loans, depending primarily upon the 
capacity of each country to make re- 
payments, and the effect of addition- 
al international debt upon the ac- 
complishment of genuine recovery. 
No grants should be made to coun- 
tries able to pay cash for all imports 
or to repay loans. 

At a later date it may prove de- 
sirable to make available to some of 
the European countries special loans 
to assist them in attaining monetary 
stability. I am not now requesting 
authorization for such loans, since it 
is not possible at this time to de- 
termine when or to what extent such 
loans should be made. 

As economic conditions in Europe 
improve and political conditions be- 
come more stable, private financing 
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can be expected to play an increas- 
ingly important role. The recom- 
mended program of United States 
aid includes provisions to encourage 
private financing and investments. 


IMPACT ON THE UNITED 
STATES ECONOMY 


A fourth basic consideration is the 
effect of further aid for Europe upon 
the physical resources of the United 
States and upon our economy. 

The essential import requirements 
of the 270 million people of Western 
Europe cover a wide range of prod- 
ucts. Many of these requirements 
can be met by the United States and 
other countries without substantial 
difficulty. However, a number of the 
commodities which are most essential 
to European recovery are the same 
commodities for which there is an 
unsatisfied demand in the United 
States. 

Sharing these commodities with 
the people of Europe will require 
some self-denial by the people of the 
United States. I believe that our 
people recognize the vital importance 
of our aid program and are prepared 
to share their goods to insure its suc- 
cess. 

While the burden on our people 
should not be ignored or minimized, 
neither should it be exaggerated. The 
program of aid to Europe which I am 
recommending is well within our ca- 
pacity to undertake. 

Its total cost, though large, will be 
only about five percent of the cost of 
our effort in the recent war. 

It will cost less than three percent 
of our national income during the life 
of the program. 

As an investment toward the 
peace and security of the world and 


toward the realization of hope ar 
confidence in a better way of life 
the future, this cost is small indee 

If the United States were to su 
ply from its own production all tl 
essential commodities needed 
meet European requirements, unne 
cessary scarcities and unnecessa 
inflationary pressures would be crea 
ed within our economy. It is far wi 
to assist in financing the procurem 
of certain of these commodities fr 
other countries, particularly t 
other food-producing countries in 
Western Hemisphere. The funds 
make available to aid European : 
covery therefore should not be » 
stricted to purchases within tt 
United States. 

Under the proposed program 
aid to Europe, the total exports ¢ 
the whole world from this countr 
during the next year are expected 
be no greater than our total export 
during the past twelve months. 

This level of exports will neverthe 
less have an important impact on ou 
markets. The measures I have a! 
ready proposed to the Congress t 
fight general domestic inflation wi 
be useful, as well, in cushioning th 
impact of the European aid program 

The effect of aid to Europe upoi 
our economy, as well as its financiz 
cost, will be significantly affected b 
the arrangements we make for meet 
ing shipping requirements. 

The interest of the United State 
will be served best by permitting th 
sale or temporary transfer of some c 
our war-built merchant ships to th 
European countries. Because of worl 
steel shortages, the sale or temporar 
transfer of ships should be linke 
with a reduction or deferment of th 


rojected shipbuilding schedules of 
\e participating countries. These ar- 
ngements should be consistent with 
,eir long-range merchant marine re- 
irements. They should also be con- 
tent with our long-range objec- 
es of maintaining an adequate 
erchant marine and shipbuilding 
dustry for the United States. 
Making these vessels available to 
e European countries will material- 
reduce the cost of United States 
d both by lowering shipping costs 
d by reducing the use of scarce ma- 
rials for new ship construction 
erseas. 


RELATIONSHIP TO OTHER INTER- 
NATIONAL QUESTIONS 


A fifth basic consideration is the 
slationship of our aid to the Euro- 
ean recovery program to other in- 
rnational questions. 

I have already mentioned that the 

2quirements and resources of West- 
rn Germany were included in the 
nsiderations of the sixteen coun- 
ies at Paris. Our program of United 
tates aid also includes Western 
rermany. 
The productive capacity of the 
ighly industrialized areas of West- 
n Germany can contribute sub- 
tantially to the general cooperative 
ffort required for European re- 
covery. It is essential that this pro- 
luctive capacity be effectively uti- 
zed, and it is especially important 
hat the coal production of the Ruhr 
ontinue to increase rapidly. 

Every precaution must of course 
ye taken against a resurgence of mili- 
ary power in Germany. The United 
states has made clear on many oc- 
asions its determination that Ger- 
nany shall never again threaten to 
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dominate Europe or endanger the 
peace of the world. The inclusion of 
Western Germany in the European 
recovery program will not weaken 
this determination. 

As an occupying power in West- 
ern Germany, the United States has 
a responsibility to provide minimum 
essentials necessary to prevent dis- 
ease and unrest. Separate appropria- 
tions will be requested for this pur- 
pose for the period through June 30, 


The relationship between this pro- | 
gram and the United Nations de- 
serves special emphasis because of 
the central importance in our foreign 
policy of support of the United Na- 
tions. Our support of European re- 
covery is in full accord with our sup- 
port of the United Nations. The suc- 
cess of the United Nations depends 
upon the independent strength of its 
members and their determination and 
ability to adhere to the ideals and 
principles embodied in the Charter. 
The purposes of the European re- 
covery program are in complete har- 
mony with the purposes of the Char- 
ter—to insure a_ peaceful world 
through the joint efforts of free na- 
tions. Attempts by any nation to pre- 
vent or sabotage European recovery 
for selfish ends are clearly contrary 
to these purposes. 

It is not feasible to carry out the 
recovery program exclusively through 
the United Nations. Five of the par- 
ticipating countries are not yet Mem- 
bers of the United Nations. Further- 
more, some European Members are 
not participating in the program. 

We expect, however, that the 
greatest practicable use will be made 
of the facilities of the United Nations 
and its related agencies in the execu- 
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tion of the program. This view is 
shared by all the participating coun- 
tries. 

Our intention to undertake a pro- 
gram of aid for European recovery 
does not signify any lessening of our 
interest in other areas of the world. 
Instead, it is the means by which we 
can make the quickest and most effec- 
tive contribution to the general im- 
provement of economic conditions 
throughout the world. The work- 
shops of Europe, with their great res- 
ervoir of skilled workers, must pro- 
duce the goods to support peoples of 
many other nations..... 


ADMINISTRATIVE ARRANGEMENTS 


I have set forth several basic con- 
siderations which should govern our 
aid to the recovery of Europe. One 
further consideration which vitally 
affects all the others is the necessity 
for effective administrative arrange- 
ments adapted to the particular re- 
quirements of the program. If the 
work to be done is not well organized 
and managed, the benefits of our aid 
could be largely dissipated... . . 

Nevertheless, the scope and im- 
portance of the program warrant the 
creation of a new organization to 
provide central direction and leader- 
ship. I therefore recommend the es- 
tablishment of a new and separate 
agency, the Economic Cooperation 
Administration, for this purpose. It 
should be headed by an Administra- 
tor, appointed by the President and 
directly responsible to him. The Ad- 
ministrator should be subject to con- 
firmation by the Senate. .... 

It is essential to realize that this 
program is much more than a com- 
mercial operation. It represents a 
major segment of our foreign policy. 


; 
Day in and day out its operations will 
affect and be affected by foreign pol- 
icy judgments. We shall be dealing 
with a number of countries in which 
there are complex and widely varying 
economic and political situations, 
This program will affect our relation- 
ships with them in matters far be- 
yond the outline of the program it- 
self. Its administration must there- 
fore be fully responsive to our foreign 
policy. The Administrator must bg 
subject to the direction of the Secre- 
tary of State on decisions and actions 
affecting our foreign policy..... 


CONCLUSION 


In proposing that Congress enact 
a program of aid to Europe, I am pro. 
posing that this Nation contribute te 
world peace and to its own security 
by assisting in the recovery of sixteen 
countries which, like the United 
States, are devoted to the preserva- 
tion of free institutions and enduring 
peace among nations. | 

It is my belief that United States 
support of the European recovery 
program will enable the free nations 
of Europe to devote their great ener-, 
gies to the reconstruction of their 
economies. On this depend the resto-} 
ration of a decent standard of living’ 
for their peoples, the development oft 
a sound world economy, and con- 
tinued support for the ideals of ind 
vidual liberty and justice. 

In providing aid to Europe wel 
must share more than goods and| 
funds. We must give our moral sup-; 
port to those nations in their struggle: 
to rekindle the fires of hope and| 
strengthen the will of their peoples to! 
overcome their adversities. We must! 
develop a feeling of teamwork in our 
common cause of combatting the 


aspicions, prejudices, and fabrica- 
fons which undermine cooperative 
fort, both at home and abroad. 

| This joint undertaking of the 
nited States and a group of Euro- 
jean nations, in devotion to the prin- 
uiples of the Charter of the United 
Yations, is proof that free men can 
ectively join together to defend 
eir free institutions against to- 
alitarian pressures, and to promote 
etter standards of life for all their 
veoples. 

I have been heartened by the 
idespread support which the citi- 
ens of the United States have given 
o the concept underlying the pro- 
vosed aid to European recovery. 
orkers, farmers, businessmen and 
ther major groups have all given 
vidence of their confidence in its 
noble purpose and have shown their 
illingness to give it full support. 
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I know that the Members of the 
Congress have already given much 
thoughtful consideration to the grave 
issues now before us. I know that the 
Congress will, as it should, consider 
with great care the legislation neces- 
sary to put the program into effect. 
This consideration should proceed as 
rapidly as possible in order that the 
program may become effective by 
April 1, 1948. It is for this reason that 
I am presenting my recommenda- 
tions to the Congress now, rather 
than awaiting its reconvening in 
January. 

I recommend this program of 
United States support for European 
recovery to the Congress in full con- 
fidence of its wisdom and necessity as 
a major step in our Nation’s quest for 
a just and lasting peace. 


Harry S. TRUMAN 
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